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INSURANCE AGAINST UNEMPLOYMENT IN 
A PLANT 

HAROLD A. HATCH 

Treasurer, Deering, Milliken & Co., N. Y., President, Dutchess Bleaehery, 

Wappinger Falls, N. Y. 

IF we in America are going to grapple seriously with the 
problem of unemployment, it is important that we deter- 
mine in advance the standpoint from which we approach 
the task. 

We are today hearing unemployment denounced on every 
side and from every angle. It is called " menacing, inhuman, 
wasteful, unethical, intolerable, an indictment of our civiliza- 
tion, proof that our whole industrial order is unrighteous " ; 
it is said that it is driving us into the quicksands of Commu- 
nism or the Rip-Van-Winkleism of government ownership ; the 
State is held responsible, this or that institution is held respon- 
sible, this class or that is the culprit, everybody is to blame 
except the last speaker on the subject, and instances have been 
known where even the last speaker has confessed that he 
might have been somewhat to blame. 

The demand that a cure for unemployment be sought is 
evidently universal, at least at the moment. The motives of 
those voicing this demand fall into three classes : 

The argument of those influenced by the first motive, which 
we might designate the fear motive, runs somewhat as follows : 
" Unemployment is largely responsible for the fact that dis- 
content among workmen is on the increase. Millions of un- 
employed are today thinking, tomorrow they will demand the 
overthrow of an industrial system which has treated them so 
unfairly." 

It is very questionable if the fear argument alone will ever 
lead to the inauguration of an energetic, determined and scien- 
tific campaign to find and establish a remedy. Fear is not a 
constructive sentiment; indeed, it is difficult to find in history 
any noteworthy achievements which can be justly credited to 
this motive. The parable of the steward who buried his talent 
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in the ground for fear it might be lost is the classic example of 
the ineffectiveness of those actuated by this motive. 

The second motive is the motive of economy. The economic 
argument against unemployment is as unanswerable as it is 
Eimple. Obviously, if we could put an end to unemployment 
today, we should be the gainer by the active work of some four 
million workmen. Estimating their. average annual production 
at $1250, this would amount to a sum of five billion dollars, 
nor would this saving, large as it is, be the only material gain. 
" Ca-canny," or loafing on the job, is admittedly largely the 
result of fear of working oneself out of one's job. With busi- 
ness slack and orders scarce, it is very human to make one's 
work last as long as possible, and although it is extremely hard 
to gauge accurately the loss to the community resulting from 
ca-canny, it is not unreasonable to estimate this at from five 
to ten per cent. The average production of the country for the 
ten years 1909-18 has been $39,000,000,000, so that here is an 
additional saving of from $1,950,000,000 to $3,900,000,000. 
The saving by the elimination of unemployment would of 
course fluctuate from year to year; the saving from the elimi- 
nation of the fear of joblessness would be constant. It is per- 
fectly evident that the total saving would amount to several 
billions per annum. 

Although this argument is quite generally accepted as sound, 
it is doubtful if it alone is sufficiently compelling to insure the 
perseverance necessary to accomplish our end. A purely 
economic argument is like a dynamo with the current shut off. 

If knowledge of sound economics were all that was necessary 
to insure human progress, we should all be sending our sons 
to Chinese Universities. For at least 4000 years the Chinese 
have been pastmasters at figuring and yet have lacked the 
spiritual impulse necessary to translate their knowledge into 
achievement. 

Or, lastly, we may consider the question of unemployment 
as a spiritual one, as a call to serve our fellow man. This view- 
point is, I believe, in harmony with the American tradition. 
What is it that we really love and revere in our country but 
the steadfast desire to better relations between man and man, 
to establish a social order based on mutual consideration and 
good will ? We cannot deny that we have our post-war carpet- 
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bagging periods, or that to some the material achievement of 
America overshadows the spiritual, and, yet, to the great 
majority, our progress in a material way is the fruit of, indeed 
the proof of, America's quest for brotherhood. 

If we accept this viewpoint, we can, I believe, have full 
confidence that sooner or later we will solve the problem. Just 
what is the problem? Briefly, it is the inability of from I to 
4 million workmen to secure employment. This inability con- 
stantly threatens the health, the efficiency, the sense of inde- 
pendence and self-respect not only of these workmen but of 
the 2 to 8 million who are dependent upon them for support. 

The non-employment of these workmen is of three kinds: 
Casual, as when a few additional workers taken on for a rush 
job are discharged; seasonal, as in the coal trade; and cyclic, 
as experienced every ten years or thereabouts. 

Will unemployment insurance tend to regularize industry as 
far as possible, minimizing all three types of unemployment, 
and will it adequately protect the workman beyond the point 
where regularization is possible? 

No employer will, without very careful consideration, add to 
his regular force those whom he believes he will have to dis- 
charge within a short period, if he has to face the necessity of 
paying them unemployment insurance. 

Any employer whose work is seasonal, can afford to make 
very considerable sacrifices in order to regularize his industry 
rather than to pay unemployment insurance during the dull 
period. For example, a custom tailor will make ready-made 
garments during the slack season rather than pay wages to a 
completely idle workman. A coal mine can well afford to 
make the concession in price necessary to move its product regu- 
larly during the 12 months, rather than pay unemployment 
insurance. A railroad can much more profitably adjust its 
rates on a seasonal basis, in order to regularize its service, 
rather than pay unemployment insurance to idle men. This 
list could be extended indefinitely, but I think it is almost self- 
evident that as far as seasonal unemployment is concerned, un- 
employment insurance would tend towards its minimization. 

With cyclic unemployment, the question is a little more 
intricate. In coping with this phase of the question, we shall 
need governmental assistance, i. e., the accumulation of neces- 
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sary constructive projects during years of active business, to be 
carried on during periods of depression. But even in con- 
nection with cyclic unemployment, insurance is bound to be of 
very great assistance, for it is patent that the twelve or more 
millions who are today unemployed or depending on those who 
are unemployed, are reducing their expenditures and thereby 
intensifying the degree of unemployment far more than they 
would be if they were receiving half-pay from unemployment 
insurance. 

And again, one of the chief causes of cyclic unemployment 
is the over- expansion of productive facilities in boom times. 
When " the goose hangs high " we manufacturers are tempted 
to join it by indulging in too much plant construction, but 
anticipation of future charges for unemployment insurance will 
temper our enthusiasm and thereby tend to modify the severity 
of cyclic unemployment. 

So much for the preventive influence of this type of insur- 
ance. Does it really protect the workman when unemployed ? 
At three plants, the Rockland Finishing Company, Inc., and the 
Dutchess Bleachery, Inc. — both in New York State — and the 
Abbeville Cotton Mills (Abbeville, S. C), we have set up sink- 
ing funds, out of surplus earnings, from which we pay half 
wages during unemployment. I have made repeated inquiries 
at the two New York plants, as to whether the protection af- 
forded was adequate, and have yet to hear an adverse opinion. 
A letter received from a member of the Board of Operatives 
replying to my inquiry on this subect is so pertinent that it 
may well be quoted : 

M y dear Mr. Hatch: 

As an operative who has been employed for a number of years by this 
Company, I would like to make the following statement in appreciation of 
the Sinking Fund. 

During the depression in the year 1894, each employee's income was 
entirely cut off and they were dependent entirely upon the merchants 
throughout GarnervUle and Haveratraw Village. At that time the system 
of paying help was two four-week pays and then a five-week pay. Opera- 
tives were carried along by business men, most all being done on credit. 

At that time most of the families became so deeply in debt that it took 
them years of rigid economy to square their accounts. The merchants 
extending credits saved many of our people from real hardships. 

The period of eight weeks' depression through which we are now pass- 
ing, presents none of the foregoing conditions, owing to the working of 
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the Sinking Fund which was set aside by the Board of Management, 
whereby each employee receives one-half of his regular pay each week as 
long as the fund lasts. 

On every hand we hear our operatives praising the foresight of the 
Management in creating this fund which has taken the hardships out 
of the present period of depression. 

Very truly yours, 
(Signed) Bernard McGovem. 
Member Local Union No. 776, Folders Protective 
Association, West Haverstraw, N. Y. 

This was written some time ago, but I checked Mr. McGovern's 
opinion recently and he tells me that he still considers that un- 
employment insurance is the finest thing that ever happened at 
the plant. Bankers tell me that there have been no unusual 
withdrawals of savings on the part of operatives at either of 
these plants, nor have merchants been called upon to extend 
unusual amounts of credit. 

The cost of this insurance at the Rockland Finishing Com- 
pany, Inc., since January 1, 1920, has been 4.516% of the pay- 
roll. The cost at the Dutchess Bleachery, Inc., for the same 
period, has been 1.539% of the payroll. Both of these per- 
centages, in my opinion, may be regarded as maxima, on ac- 
count of the general depression in the textile trade. As far as 
the community at large is concerned, there is of course no net 
cost, merely a transfer of funds. 

I believe that as far as the companies, themselves, are con- 
cerned, even if they should pay the entire unemployment in- 
surance, there would be no financial loss not compensated for 
by the increased efficiency of their employees. 

I regret that it is impossible to defend this belief by giving 
a definite percentage of increase of production due to insurance. 
Other factors have been very influential in improving our 
production per man-hour and must share the credit with un- 
employment insurance. These factors are: 

1 . Our democratic form of control under which all matters of 
mill management are decided by a joint board, composed 
half of employee representatives and half of owner 
representatives. 

2. Profit-sharing. 

3. Changes in working conditions, notably a reduction in 
hours to a 48-hour basis. 
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4. A wider diffusion of knowledge about the companies' 
affairs. 

At the Dutchess Bleachery, Inc. the character of our work 
varies little from year to year so that we can readily compare 
our production records. Since 191 7, our production per man 
hour has increased 30%, due to the increased efficiency of our 
employees. I believe that the insurance factor is responsible 
for enough of this increase to cover its cost. 

Disregarding any compensating results, is the cost of this 
insurance at all prohibitive? It does not seem to be so con- 
sidered in Denmark, Germany or England. 

Can America afford to disregard this investment? Where 
shall we find a saner remedy for the menace of unemployment ? 
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